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VERSION TE103 -- FARM

TERRORISM OPTIONS —~ FEDERAL BACKSTOP

Arkansas Terrorism Endorsement

If the policy includes any of the terrorism endorsements as outlined in this rule, attach Arkansas Changes —
Terrorism Endorsement FP 01 81. This endorsement states that no terrorism exclusions or limitations will
apply to any dwelling, other private structures appurtenant to the dwelling, household personal property or
an insured's personal or non-business activities.

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury
in which the Federal Government will share the risk of loss from terrorist attacks with the insurance
industry. Federal participation will be triggered when the Secretary of the Treasury certifies an act of
terrorism, in concurrence wrth the Secretary of State and the Attomey General of the United States, to be
an act of terrorism-comn , provided the
terrorist act results in aggregate losses in excess of an amount stated in the Act With respect to insured
losses resulting from a certified act of terrorism, the Federal Government will reimburse individual insurers
for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is based-on a
specified percentage of the insurer's eamed premium for the year preceding the loss. Insured losses
covered by the program are capped at $100 bilion per year—urless—subsequent-action—of-Gongress
ehanges-that-ameunt; this provision serves to limit insurers’ liability for losses. If a terrorism event pierces
the cap ‘of a given year, insured losses paid (amounts below the cap) under the federal program may be
subject to pro rata allocation in accordance with procedures established by the Treasury. All insurers
providing commercial property insurance are required to participate in the program to the extent of effering
and-making available coverage for certified acts of terronsm in accordance with the terms and conditions of
coverage which apply to other perils.

For all new and renewal business, an insurer must make available to insureds coverage for losses caused
by certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered,
and-the federal share of compensation for such losses under the program_and the existence of the $100
billion cap, at the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION
In the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability

of terrorism endorsements by line of business. This is especlally important for a package policy that.

includes both TRIA and non-TRIA lines of business.

IMPORTANT INFORMATION REGARDING FARM POLICIES WITH RESPECT TO TREATMENT AS A TRIA
OR NON-TRIA LINE OF BUSINESS

On July 11, 2003, the United States Department of the Treasury issued 31 CFR Part 50, the final rule and

supplementary information regarding the implementation of Title | of the Act. This final rule clarifies the

kinds of insurance that are subject to the provisions of the Act and therefore considered to be eligible to

pursue compensation under the federal Program. Livestock insurance is specifically excluded from the

"Terrorism Risk Insurance Act” definition of commercial property and casualty insurance and therefore is
_ not subject to the provisions of the Act. .

On December 22, 2005, President Bush signed the "Terrorism Risk Insurance Extension Act of 2005"
which, in pant, extended the provisions of TRIA untit 2007 but excluded "farm owners multiple penl”
insurance as a line of insurance subject to the provisions of TRIA.
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On May 11, 2006, the Department of the Treasury published its Interim Final Rule as part of its
implementation of The Terrorism_Risk Insurance Extension Act of 2005. On August 25. 2006. the
Department of the Treasury issued Supplementary Information pertaining to the Terrorism Risk Insurance
Extension Act of 2005, including a Summary of Comments and Final Rule. In part, the rule clarifies the
types of commercial property and casualty insurance covered by the Act. Policies which are considered to
be farmowners multiple peril insurance are not subject to the provisions of the Act and are therefore not
eligible for compensation under the federal Program. The Rule describes_the insurance as_follows:
"farmowners muiltiple peril insurance, including insurance reported under Line 3 (Farmowners Multiple
Peril) of the NAIC's Exhibit of Premiums and Losses (commionly known as Statutory Page 14).” Any Farm
policy providing coverage against only a single peril or providing monoline farm insurance coverage,
EXCEPT with respect to livestock covered under that policy, remains subject to the provisions of the Act
and companies are required to make available coverage for certified acts of terrorism. The Treasury further
clarified that "(H)however, if the monoline policy only insures a personal insurance exposure {residential
dwelling), or is otherwise excluded by the Act, the policy is not commercial property and casualty insurance
within the meaning of the Act and is not subject to the Act.”

A. THE FOLLOWING PARAGRAPHS-A-1—AND-A.2; IN THIS SECTION, A., INSTRUCT ON THE
USAGE OF TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES
THAT BECOME EFFECTIVE WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN
EFFECT. REFER TO PARAGRAPH B. OF THIS RULE FOR ADDITIONAL INSTRUCTIONS
REGARDING THOSE POLICIES THAT WILL CONTINUE PAST THE ANTICIPATED TERMINATION
OF THE TERRORISM RISK INSURANCE PROGRAM. POLICIES THAT BEGIN IN THE LAST
PROGRAM YEAR OF THE FEDERAL PROGRAM MAY REQUIRE THE USE OF TWO
ENDORSEMENTS DUE TO THE ANTICIPATED MID-TERM TERMINATION OF THE TERRORISM
RISK INSURANCE PROGRAM.

1. When coverage for certified acts of terrorism isls te-be-provided,
use Cap On Losses From Certified Acts Of Terrorism Endorsement IL 09 52. Coverage for certiﬁed
acts of terrorism is subject to the statutory cap on liability for losses and subject to the nuclear
hazard exclusion and all other underlying policy exclusions. Coverage for acts of terrorism that are

not certified (for example, acts which do not exceed the dollar threshold for federal certification or
acts which occur outside the jurisdictional boundary of the federal program) is not subject to the

statutory cap.

2. When coverage for cettified acts of terrorism ists not te—be—prowded (oris Qe—be—provnded wnth a
specific limitation), the following options are available:

a. Exclude coverage for certified acts of terrorism_by using Exclusnon of Cemﬁed Acts Of
Terrorism Endorsement IL 09 53.;
exelusoens—sueh—a&maelear—hazard- The exclusion does not extend to acts of terrorism that are
not certified (for example, acts which do not exceed the dollar threshold for federal certification
or acts which occur outside the jurisdictional boundary of the federal program).-Use Exclusion
Of Cerified-Acts- Of Terorsm-Endorsement-H--09-58-
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db. Exclude coverage for certified acts of terrorism only when such acts qualify as a nuclear,
biological, e~chemical or radiological terrorist event; and cover other acts of terrorism subject to
underlying policy exclusions. Use Exclusion Of Certified Acts Of Terrorism Involving Nuclear,
Biological, O+Chemical_Or Radiological Terrorism; Cap On Covered Certified Acts Losses
Endorsement IL 09 86._This option may be offered to the insured, at the insurer’s option,

only when the insured initially rejects certified acts coverage.

ec. Limit coverage for certified acts of terrorism by writing coverage at a sub-limit (lower timit than
the limit that applies to other perils). The sub-limit applies on an annual aggregate basis.
Coverage for-other-asts-of-terrorism for acts of terrorism that are not certified (for example, acts
which do not exceed the dollar threshold for federal certification or acts which occur outside the
jurisdictional boundary of the federal program) remains subject to full underlying limits. Use
Limitation Of Coverage For Certified Acts Of Terrorism (Sub-Limit On Annual Aggregate Basis)
Endorsement IL 09 87. This option may be offered to the insured, at the insurer's option,
only when the insured initially rejects certified acts coverage.

3. The exclusions and sub-limit addressed in Paragraph 2. do not extend to fire following an act of

terrorism, with respect to states which have a Standard Fire Policy (SFP) statute or similar statute
prohibiting such exclusion or limitation for certain property lines of business. Under Endorsements
IL 09 53, I 09 86 and IL 09 87, use the Schedule to.indicate applicability of the Exception Covering
Certain Fire Losses. That Exception is contained in the aforementioned endorsements.

Refer to the most current Notice To Manualholders in this Terrorism Supplement for a chart of SFP
status by state and line of business.

4. The federai program in general encompasses losses that occur within the United States, with State

defined in the Act to include U.S. territories and possessions and the commonwealth of Puerto
Rico. For commercial property insurance provided under the Farm Coverage Part, the coverage
territory as addressed in Farm coverage forms extends to places such as Canada, that are not
included in the federal program, and therefore endorsements relating to certified acts of terrorism
are not relevant to acts of terrorism occurring in such places. The foreqoing is for information only;
this Terrorism Supplement does not_address policywriting outside the aforementioned coverage
territory. '

THE FOLLOWING PARAGRAPHS, B.1. THROUGH B.3., INSTRUCT ON THE USAGE OF

CONDITIONAL TERRORISM ENDORSEMENT OPTIONS FOR: .

® POLICIES THAT BECOME EFFECTIVE DURING THE LAST PROGRAM YEAR OF THE
FEDERAL PROGRAM, WITH A POLICY TERM THAT EXTENDS PAST THE TERMINATION
DATE OF THAT PROGRAM;

® POLICIES WRITTEN TO BECOME EFFECTIVE AFTER THE SCHEDULED TERMINATION
DATE OF THE FEDERAL PROGRAM, IF THE DISPOSITION OF SUCH PROGRAM IS
UNCERTAIN AT THE TIME THE POLICY IS WRITTEN.

THESE CONDITIONAL ENDORSEMENTS ARE DESIGNED TO BE USED IN CONJUNCTION WITH
(ON THE SAME POLICY AS) THE ENDORSEMENTS DESCRIBED ABOVE AND. CAN ALSO BE
USED IN THE ABSENCE OF SUCH ENDORSEMENTS. REFER TO PARAGRAPH C. OF THIS
RULE FOR POLICIES THAT BECOME EFFECTIVE AFTER THE TERMINATION OF THE
TERRORISM RISK INSURANCE PROGRAM.

The following information is based on a scheduled termination date of December 31, 20072014.
However, if there is an extension of the federal Program beyond 20072014 and Farm policies which are
NOT to be considered:

+ _Farmowners multiple peril insurance; or
»__. Monoline Fam policies insuring_.a personal insurance exposure (residential dwelling),
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$M_03.0-Personal-Farmowners-remain
subject to TRIA under such extension, then the following information would apply instead to the last
Program Year enacted via the extension, provided the federal Program will end on a specified date with
respect to all policies not considered farmowners multiple peril or monoline Farm policies insuring a
personal insurance exposure (residential dwelling for-a-Sub—Type-of-asurance-OTHER THAN-03.0 (a
so-called hard ending). :

Policies that become effective on-or after January 1, 20672014 may not have the federal backstop
apply throughout the entire policy period. The following conditional endorsement options provide
insurers with tools to address terrorism exposures given the anticipated termination of the federal
Program, which may occur during the policy period. The provisions of the conditional endorsement will
apply commencing when' the federal Program terminates or is extended without "make available”
requirements and with certain changes (revised definition of terrorism; or terrorism coverage made
subject to terms or conditions different from those that apply to other events; or increase in insurer
retention of or participation in losses). If the aforementioned conditions do not occur, the
provisions of the conditional endorsement will not become effective on the policy.

1. To exclude terrorism coverage, attach Conditional Exclusion Of Terrorism (Relating To Disposition
Of Federal Terrorism Risk Insurance Act) Endorsement IL 09 95.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical materials (thereby
leaving intact any underlying coverage for terrorism that does not involve nuclear, biological or
chemical material), attach Conditional Exclusion Of Terrorism Involving Nuclear, Biological Or
Chemical Terrorism (Relating To Disposition Of Federal Terrorism Risk Insurance Act)
Endorsement IL 09 96.

3. To provide coverage for terrorism subject to an annual aggregate sub-limit (and subject to
underlying policy provisions including exclusions such as the nuclear hazard exclusion and war and
military action exclusion), attach Conditional Limitation Of Coverage For Terrorism — Sub-Limit On
Annual Aggregate Basis (Relating To Disposition Of Federal Terrorism Risk Insurance Act)
Endorsement IL 09 97.

If this conditional endorsement is used along with a sub-imit endorsement described in Paragraph
A., do not enter a sub-limit amount for the conditional endorsement. A footnote in the Schedule of
the conditional endorsement makes reference to relevant text within the endorsement, which in tum
explains that the original sub-limit endorsement states the amount of the sub-limit.

C. THE FOLLOWING PARAGRAPHS, C.1. THROUGH C.3., INSTRUCT ON THE USAGE OF
TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO:

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN THE TERRORISM RISK
INSURANCE PROGRAM HAS TERMINATED;

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN AN EXTENSION OF THE
TERRORISM RISK INSURANCE PROGRAM HAS GONE INTO EFFECT, IF THE PROGRAM WAS
EXTENDED WITHOUT MAKE-AVAILABLE REQUIREMENTS AND WITH CERTAIN CHANGES
(REVISED DEFINITION OF TERRORISM; OR TERRORISM COVERAGE MADE SUBJECT TO
TERMS OR CONDITIONS DIFFERENT FROM THOSE THAT APPLY TO OTHER EVENTS; OR
INCREASE IN INSURER RETENTION OF OR PARTICIPATION IN LOSSES);

POLICIES FALLING UNDER SERFF* SUB-TYPE OF INSURANGE 03.0- PERSONAL
FARMOWNERS: POLICIES CONSIDERED TO BE FARMOWNERS MULTIPLE PERIL INSURANCE
OR MONOLINE FARM POLICIES INSURING A PERSONAL INSURANCE EXPOSURE

{RESIDENTIAL DWELLING).

1. To exclude terrorism coverage, attach Exclusion Of Terrorism Endorsement IL 00 30.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical materials (thereby
leaving intact any underlying- coverage for terrorism that does not involve nuclear, biological or
chemical material), attach Exclusion Of Temorism Involving Nuclear, Biological Or Chemical
Terrorism Endorsement IL 00 31.

3. To provide coverage for terrorism subject to an annual aggregate sub-limit (and subject to
underlying policy provisions including exclusions such as the nuclear hazard exclusion and war and
military action exclusion), attach Limitation Of Coverage For Terrorism — Sub-Limit On Annual
Aggregate Basis Endorsement IL. 00 32.
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VERSION TE104 - FARM

TERRORISM OPTIONS — FEDERAL BACKSTOP

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury
in which the Federal Government will share the risk of loss from temorist attacks with the insurance
industry. Federal participation will be triggered when the Secretary of the Treasury certifies an act of
terrorism, in concurrence with the Secretary of State and the Attomey General of the United States, to be
an act of terrorism-cems

terrorist act resuits in aggregate Iosses in excess of an amount stated in the Act With respect to insured
losses resulting from a certified act of terrorism, the Federal Government will reimburse individual insurers
for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is based on a -
specified percentage of the insurer's eamed premium for the year preceding the Ioss Insured losses
covered by the program are capped at $100 billion per year

changes-that-ameunt; this provision serves to limit insurers’ liability for losses. If a terrorism event pierces
the cap of a given year, insured losses paid (amounts below the cap) under the federal program may be
subject to pro rata allocation in_accordance with procedures established by the Treasury. All insurers
providing commercial property insurance are required to participate in the program to the extent of offering
and-making available coverage for certified acts of terrorism in accordance with the terms and conditions of
coverage which apply to other perils.

For all new and renewal business, an insurer must make available to insureds coverage for losses caused
by certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered,
and-the federal share of compensation for such losses under the program_and the existence of the $100
billion cap, at the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION

In the policy Declarations (or by other means at the insurer’s option), it is advisable to indicate applicability
“of terrorism endorsements by line of business. This is especially important for a package policy that
includes both TRIA and non-TRIA lines of business.

IMPORTANT INFORMATION REGARDING FARM POLICIES WITH RESPECT TO TREATMENT AS A TRIA
OR NON-TRIA LINE OF BUSINESS

On July 11, 2003, the United States Department of the Treasury issued 31 CFR Part 50, the final rule and
supplementary information regarding the implementation of Title | of the Act. This final rule clarifies the
kinds of insurance that are subject to the provisions of the Act and therefore considered to be eligible to
pursue compensation under the federal Program. Livestock insurance is specifically excluded from the
"Terrorism Risk Insurance Act” definition of commercial property and casualty insurance and therefore is
not subject to the provisions of the Act.

On December 22, 2005, President Bush signed the "Terrorism Risk Insurance Extension Act of 2005"
which, in part, extended the provisions of TRIA until 2007 but excluded "farm owners multiple peril”
-insurance as a line of insurance subject to the provisions of TRIA.
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On May 11, 2006, the Department of the Treasury published its interim Final Rule as part of its
implementation of The Temorism Risk Insurance Extension Act of 2005. On August 25, 2006, the
Department of the Treasury issued Supplementary Information pertaining to the Terrorism Risk Insurance
Extension Act of 2005, including a Summary of Comments and Final Rule. In pan, the rule clarifies the
types of commercial property and casualty insurance covered by the Act. Policies which are considered to
be farmowners multiple peril insurance are not subject to the provisions of the Act and are therefore not
eligible for compensation under the federal Program. The Rule describes the insurance as follows:
"farmowners multiple peril insurance, including insurance reported under Line 3 {Farmowners Multiple
Peril) of the NAIC's Exhibit of Premiums and Losses (commonly known as Statutory Page 14)." Any Fam
policy providing_coverage against only a single peril or providing monoline farm insurance coverage,
EXCEPT with respect to livestock covered under that policy, remains subject to the provisions of the Act
and companies are required to make available coverage for certified acts of terrorism. The Treasury further
clarified that "(H)however, if the monoline policy only insures a personal insurance exposure (residential
dwelling), or is otherwise excluded by the Act, the policy is not commercial property and casualty insurance
within the meaning of the Act and is not subject to the Act.”

A. THE FOLLOWING PARAGRAPHS;,-A-1—-AND-A2; IN THIS SECTION, A., INSTRUCT ON THE
USAGE OF TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES
E THAT BECOME EFFECTIVE WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN
EFFECT. REFER TO PARAGRAPH B. OF THIS RULE FOR ADDITIONAL INSTRUCTIONS
REGARDING THOSE POLICIES THAT WILL CONTINUE PAST THE ANTICIPATED TERMINATION
OF THE TERRORISM RISK INSURANCE PROGRAM. POLICIES THAT BEGIN IN THE LAST
PROGRAM YEAR OF THE FEDERAL PROGRAM MAY REQUIRE THE USE OF TwO
ENDORSEMENTS DUE TO THE ANTICIPATED MID-TERM TERMINATION OF THE TERRORISM

RISK INSURANCE PROGRAM.

E ified ‘ o

1. When coverage for certified acts of terrorism isls te-be-provided, :
use Cap On Losses From Cerlified Acts Of Terrorism Endorsement IL 09 52. Coverage for certlﬁed
acts of terrorism is subject to the statutory cap on liability for losses and subject {o the nuclear
hazard exclusion and all other underlying policy exclusions. Coverage for acts of terrorism that are
not certified (for example, acts which do not exceed the doilar threshold for federal certification or
acts which occur outside the jurisdictional boundary of the federal program} is not subject to the

statutory cap.

2. When coverage for certified acts of terrorism ists not to-be-provided (or is to-be-provided with a
specific limitation), the following options are available:

a. Exclude coverage for certified acts of terrorism_ by using Exclusion Of Certified” Acts Of
Terrorism Endorsement IL 09 53..and-coverotherasts-of-terrorism-subject-to-undedying-pelicy
exclusions-such-as-nuclear-hazard:- The exclusion does not extend to acts of terrorism that are
not certified (for example, acts which do not exceed the dollar threshold for federal cerification
or acts which occur outside the jurisdictional boundary of the federal program).-Use-Exclusion
Ot Cerified-Acts-Of Ferrorism-Endorsement 1-09-58. :
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db. Exclude coverage for certified acts of terrorism only when such acts qualify as a nuclear,
biological,-er chemical or radiological terrorist event; and cover other acts of terrorism subject to
underlying policy exclusions. Use Exclusion. Of Certified Acts Of Terrorism Involving Nuclear,
Biological, ©Chemical Or_Radiological Terrorism; Cap On Covered Certified Acts Losses
Endorsement IL 09 86._This option may be offered to the insured, at the insurer's option,
only when the insured initially rejects certified acts coverage.

Limit coverage for certified acts of terrorism by writing coverage at a sub-limit (lower limit than
the limit that applies to other perils). The sub-limit applies on an annual aggregate basis.
Coverage for-otheracts-of terrorism for acts of terrorism that are not cenrtified (for example, acts
which do not exceed the dollar threshold for federal certification or acts which occur outside the
jurisdictional boundary of the federal program) remains subject to full underying limits. Use
Limitation Of Coverage For Certified Acts Of Terrorism (Sub-Limit On Annual Aggregate Basis)
Endorsement IL 09 87._This option may be offered to the insured, at the insurer's option,
only when the insured initially rejects certified acts coverage.

3

3. The exclusions and sub-limit addressed in Paragraph 2. do not extend to fire following an act of
terrorism, with respect to states which have a Standard Fire Policy (SFP) statute or similar statute
prohibiting such exclusion or limitation for certain property lines of business. Under Endorsements .
IL. 09 53, IL 09 86 and IL 09 87 use the Schedule to indicate applicability of the Exception Covering
Certain Fire Losses. That Exception is contained in the aforementioned endorsements.

Refer to the most current Notice To Manualholders in this Terrorism Supplement for a chart of SFP
status by state and line of business.

4. The federal program in general encompasses losses that occur within the United States, with State
defined in the Act to include U.S. temrritories and possessions and the commonwealth of Puerto
Rico. For commercial property insurance provided under the Farm Coverage Part, the coverage
territory as addressed in Farm coverage forms extends to places such as Canada, that are not
included in the federal program, and therefore endorsements relating to certified acts of terrorism
are not relevant to acts of terrorism occurring in such places. The foreqoing is for information only;
this Terrorism Supplement does not address policywriting outside the aforementioned coverage
territo '
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B. THE FOLLOWING PARAGRAPHS, B.1. THROUGH B.3., INSTRUCT ON THE USAGE OF
CONDITIONAL TERRORISM ENDORSEMENT OPTIONS FOR:

® POLICIES THAT BECOME EFFECTIVE DURING THE LAST PROGRAM YEAR OF THE
FEDERAL PROGRAM, WITH A POLICY TERM THAT EXTENDS PAST THE TERMINATION
DATE OF THAT PROGRAM;

® POLICIES WRITTEN TO BECOME EFFECTIVE AFTER THE SCHEDULED TERMINATION
DATE OF THE FEDERAL PROGRAM, IF THE DISPOSITION OF SUCH PROGRAM IS
UNCERTAIN AT THE TIME THE POLICY IS WRITTEN.

THESE CONDITIONAL ENDORSEMENTS ARE DESIGNED TO BE USED IN CONJUNCTION WITH
(ON THE SAME POLICY AS) THE ENDORSEMENTS DESCRIBED ABOVE AND CAN ALSO BE
USED IN THE ABSENCE OF SUCH ENDORSEMENTS. REFER TO PARAGRAPH C. OF THIS
RULE FOR POLICIES THAT BECOME EFFECTIVE AFTER THE TERMINATION OF THE
TERRORISM RISK INSURANCE PROGRAM.

The following information is based on a scheduled termination date of December 31, 20072014
However, if there is an extension of the federal Program beyond 20072014 and Farm policies which are
NOT to be considered: -

¢ Farmmowners multiple peril insurance; or
»___Monoline Farm policies insuring a personal insurance exposure {residential dwelling),

SM_03.0-Personal Farmewners-remain
subject to TRIA under such extension, then the following information would apply instead to the last
Program Year enacted via the extension, provided the federal Program will end on a specified date with
respect to all policies not considered farmowners multiple peril or monoline Farm policies insuring a

personal insurance exposure (residential dwelling)for-a-Sub-Type-of lasurance- OTHER-THAN-03:0 (a

so-called hard ending).

Policies that become effective on or after January 1, 20872014 may not have the federal backstop
apply throughout the entire policy period. The following conditional endorsement options provide
insurers with tools to address terrorism exposures given the anticipated termination of the federal
Program, which may occur during the policy period. The provisions of the conditional endorsement will
apply commencing when the federal Program terminates or is extended without "make available”
requirements and with certain changes (revised definition of terrorism; or terrorism coverage made
subject to terms or conditions different from those that apply to other events; or increase in insurer
retention of or participation in losses). if the aforementioned conditions do not occur, the
‘provisions of the conditional endorsement will not become effective on the polficy.

1. To exclude terrorism coverage, attach Conditional Exclusion Of Terrorism (Relating To Disposition
Of Federal Terrorism Risk Insurance Act) Endorsement L. 09 95.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical materials (thereby
leaving intact any underlying coverage for terrorism that does not involve nuclear, biological or
chemical material), attach Conditional Exclusion Of Terrorism Involving Nuclear, Biological Or
Chemical Terrorism (Relating To Disposition Of Federal Terrorism Risk Insurance Act)
Endorsement IL 09 96.

3. To provide coverage for terrorism subject to an annual aggregate sub-limit (and subject to
underlying policy provisions including exclusions such as'the nuclear hazard exclusion and war and
military action exclusion), attach Conditional Limitation Of Coverage For Terrorism — Sub-Limit On
Annual Aggregate Basis (Relating To Disposition Of Federal Temorism Risk Insurance Act)
Endorsement IL 09 97.

If this conditional endorsement is used along with a sub-limit endorsement described in Paragraph
A., do not enter a sub-limit amount for the conditional endorsement. A footnote in the Scheduie of
the conditional endorsement makes reference to relevant text within the endorsement, which in tum
explains that the original sub-limit endorsement states the amount of the sub-limit.
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C. THE FOLLOWING PARAGRAPHS, C.1. THROUGH C.3, .INSTRUCT ON THE USAGE OF
TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO:

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN THE TERRORISM RISK
INSURANCE PROGRAM HAS TERMINATED;

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN AN EXTENSION OF THE
TERRORISM RISK INSURANCE PROGRAM HAS GONE INTO EFFECT, IF THE PROGRAM WAS
EXTENDED WITHOUT MAKE-AVAILABLE REQUIREMENTS AND WITH CERTAIN CHANGES
(REVISED DEFINITION OF TERRORISM; OR TERRORISM COVERAGE MADE SUBJECT TO
TERMS OR CONDITIONS DIFFERENT FROM THOSE THAT APPLY TO OTHER EVENTS; OR
INCREASE IN INSURER RETENTION OF OR PARTICIPATION IN LOSSES);

POLICIES —FALLING —UNDER-— SERFF™™  SUB-TYPE — OF —INSURANGE 03.0PERSONAL
FARMOWNERS: POLICIES CONSIDERED TO BE FARMOWNERS MULTIPLE PERIL INSURANCE
OR _MONOLINE FARM POLICIES INSURING A PERSONAL INSURANCE EXPOSURE
(RESIDENTIAL DWELLING).

1. To exclude terrorism coverage, attach Exclusion Of Terrorism Endorsement IL 00 30.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical materials (thereby
leaving intact any underlying coverage for terrorism that does not involve nuclear, biological or
chemical material), attach Exclusion Of Terrorism Involving Nuclear, Biological Or Chemical
Terrorism Endorsement IL 00 31.

3. To provide coverage for terrorism subject to an annual aggregate sub-fimit (and subject to
underlying policy provisions including exclusions such as the nuclear hazard exclusion and' war and
military action exclusion), attach Limitation Of Coverage For Terrorism — Sub-Limit On Annual '
Aggregate Basis Endorsement IL 00 32.
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VERSION TE105 - FARM

TERRORISM OPTIONS — FEDERAL BACKSTOP

INTRODUCTION

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury
in which the Federal Government will share the risk of loss from terrorist attacks with the insurance
industry. Federal participation will be triggered when the Secretary of the Treasury certifies an act of
terrorism, in concurrence wnth the Secretary of State and the Attomey General of the United States, to be
an act of terrorism-committed-by-an-individual{s)-acting—on-bek , provided the
terrorist act results in aggregate losses in excess of an amount stated in the Act With respect to insured
losses resuiting from a certified act of terrorism, the Federal Government will reimburse individual insurers
for a percentage of losses (as stated in the Act) in excess of the insurer’s retention, which is based on a
specified percentage of the insurer's earned premium for the year preceding the Ioss Insured losses
covered by the program are capped at $100 billion per year:

; this provision serves to limit insurers’ liability for losses. If a terrorism event pierces
the cap of a given year, insured losses paid (amounts below the cap) under the federal program may be
subject to pro rata allocation in accordance with procedures established by the Treasury. All insurers
providing commercial property insurance are required to participate in the program to the extent of offefing
and-making available coverage for certified acts of terrorism in accordance with the terms and conditions of
coverage which apply to other perils.

For all new and renewal business, an insurer must make avallable to insureds coverage for losses caused
by certified acts of terrorism. The insurer must disclose to the policyholder the premium for losses covered,
and-the federal share of compensation for such losses under the program and the existence of the $100
billion cap, at the time of offer, purchase and renewal of the policy.

IMPORTANT GENERAL INFORMATION

In the policy Declarations (or by other means at the insurer’s option), it is advisable to indicate applicability
of terrorism endorsements by line of business. This is especially important for a package policy that
includes both TRIA and non-TRIA lines of business.

IMPORTANT INFORMATION REGARDING FARM POLICIES WITH RESPECT TO TREATMENT AS A TRIA
OR NON-TRIA LINE OF BUSINESS

On July 11, 2003, the United States Department of the Treasury issued 31 CFR Part 50, the final rule and
supplementary information regarding the implementation of Title | of the Act. This final rule clarifies the
kinds of insurance that are subject to the provisions of the Act and therefore considered to be eligible to
pursue compensation under the federal Program. Livestock insurance is specifically excluded from the
"Terrorism Risk Insurance Act” definition of commercial property and casualty insurance and therefore is
not subject to the provisions of the Act.

On December 22, 2005, President Bush signed the "Terrorism Risk Insurance Extension Act of 2005"
which, in part, extended the provisions of TRIA until 2007 but excluded "farm owners multiple peril”
insurance as a line of insurance subject to the provisions of TRIA.
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On May 11, 2006, the Department of the Treasury published its interim Final Rule as part of its
implementation of The Terrorism Risk Insurance Extension Act of 2005. On August 25, 2006, the
Department of the Treasury issued Supplementary Information pertaining to the Terrorism Risk Insurance
Extension Act of 2005, including a Summary of Comments and Final Rule. In part, the rule clarifies the
types of commercial property and casualty insurance covered by the Act. Policies which are considered to
be farmowners multiple peril insurance are not subject to the provisions of the Act and are therefore not
eligible for compensation under the federal Program. The Rule describes the insurance as follows:
"farmowners_multiple peril insurance, including insurance reported under Line 3 {(Fammowners Multiple
Peril) of the NAIC's Exhibit of Premiums and L osses (commonly known as Statutory Page 14).” Any Farm
policy providing_coverage against only a single peril or providing monoline farm insurance coverage,
EXCEPT with respect to livestock covered under that policy, remains subject to the provisions of the Act
and companies are required to make available coverage for certified acts of terrorism. The Treasury further
clarified that "(H)however, if the monoline policy only insures a personal insurance exposure (residential
dwelling), or is otherwise excluded by the Act, the policy is not commercial property and casualty insurance
within the meaning of the Act and is not subject to the Act.”

A. THE FOLLOWING PARAGRAPHS;—A-1—-AND-A-2; IN THIS SECTION, A., INSTRUCT ON THE
USAGE OF TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES
THAT BECOME EFFECTIVE WHILE THE TERRORISM RISK INSURANCE PROGRAM IS IN
EFFECT. REFER TO PARAGRAPH B. OF THIS RULE FOR ADDITIONAL INSTRUCTIONS
REGARDING THOSE POLICIES THAT WILL CONTINUE PAST THE ANTICIPATED TERMINATION
OF THE TERRORISM RISK INSURANCE PROGRAM. POLICIES THAT BEGIN IN THE LAST
PROGRAM YEAR OF THE FEDERAL PROGRAM MAY REQUIRE THE USE OF TWO
ENDORSEMENTS DUE TO THE ANTICIPATED MID-TERM TERMINATION OF THE TERRORISM
RISK INSURANCE PROGRAM.

When coverage for certified acts of terrorsm:

1. When coverage for cerified acts of terrorism ists te-be-provided,
use Cap On Losses From Certified Acts Of Terrorism Endorsement IL 09 52. Coverage for certifi ed
acts of terrorism is subject to the statutory cap on liability for losses and subject to the nuclear
hazard exclusion_and all other underlying policy exclusions. Coverage for acts of terrorism that are
not certified (for example, acts which do not exceed the dollar threshold for federal certification or
acts which occur_outside_the jurisdictional boundary of the federal program) is not subject to the

statutory cap.
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Pohcres lhat beoome effective on or after January 1, 2007—2014 2014 may-not have the. federal backstop' '
apply throughou( the entire poltcy penod The followmg conditional -endorsernent options provide
insurers with tools to- address temorism exposures given: the anticipated tenmination of the: federal
Program which may. occur during the policy period; The provisions of the condiional endorsement will
apply commencing when the federal Program temminates or is extended without “make available”
requirements’.and with. certain changes (revised' definition of terrorism; or terrorism: coverage made-_
subject-to terms or conditions different from those. that apply to other events; or increase in insurer
retention of .or. -participation . in. losses) if the aforementioned conditions ‘do not occur, -the.
risions.of.th condltlonal endorsement will-not become. effective on: the: policy .

'_t To exclude ferrorism coverage attach Condmonal Ex¢lusion Of Femotism. (Relatmg To Dusposmon
- Of Federal Terrorism Risk Insurance Act) Endorsement OP 09 20.

2. To: exclude coverage: for terrorism that involves nuclear, biologicat or chemncal materials {thereby
leaving intact any underlying coverage for terrorism that does not: involve nuclear biological or
chemical ‘material), attach Conditional Exclusion Of Terrorism lnvolvmg Nuclear, Biologieal: Or
Chermcal Terrorism (Relating To Disposition Of. Federal Tefmrorism Risk ‘Insurance Act)y
_Endorsement OP 09-21.

3. To provide coverage for len‘.onsm subject to an ~annual aggregate sub-limit (and subject to
underlying policy provisions including exclusions such as the nucléar hazard exciusion and war and'
military action exclusion), attach Conditional. Limitation. Of Coverage For Tesrorism — Sub-Limit On
Annual Aggregate Basis {Relating To Drsposmon Of Federal Terrorism Risk Insurance Act),
Endorsement ‘0OP.09 22.

If this condltlonal endorsement is used along with a sub—ltmrt endorsement descnbed in; Paragraph
A., do not enter a sub-limit amount for the conditional endorsemerit. A footrote in the Schedule of
the condmonal endorsement makes reference fo relevant text within the endorsement, whrch in tum
explains that the original sub-limit-endersement states the amount of the. sub-limit.

C. THE FOLLOWING PARAGRAPHS C.1. THROUGH C.3., INSTRUCT ON THE USAGE OF
TERRORISM ENDORSEMENT OPTIONS THAT MAY: BE ATTACHED TO:

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN THE TERRORISM RISK
INSURANCE PROGRAM HAS TERMINATED;

POLICIES THAT BECOME EFFECTIVE ON-OR AFTER THE DATE WHEN AN EXTENSION OF THE
TERRORISM RISK INSURANCE PROGRAM HAS GONE INTO EFFECT, IF THE PROGRAM WAS
EXTENDED: WITHOUT MAKE-AVAILABLE REQUIREMENTS AND WITH CERTAIN CHANGES
(REVISED DEFINITION OF TERRORISM; OR TERRORISM COVERAGE MADE SUBJECT TO
' TERMS OR CONDITIONS DIFFERENT. FROM THOSE THAT APPLY TO OTHER EVENTS; OR
INCREASE IN INSURER RETENTION OF OR PARTICIPATION IN LOSSES).

1. To exclude terorism coverage, attach Exclusion Of Terrorism Endorsement OP 09 23.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical materials (thereby
feaving intact any underying coverage for terrorism that does nol involve nuclear, biolegical or
-chemical material), attach. Exclusion. Of Temorism lavolving Nuclear, Biological: Or Chemical.
Terrorism Endorsement OP 09 24.

3. To provide coverage for: terrorism- subject to an annual aggregate s_ub‘-—limit {and Sobject 1o
underlying policy provisions-including exclusions such as the nuclear-hazard exclusion and war and
military action- exclusion), attach. Limitation Of Coverage For Terrorsm — Sub-l_lmrt On Annual '
Aggregate Basis Endorsement opr 09 25. v
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'VERSION TE102 ~ CAPITAL ASSETS (OUTPUT POLICY) PROGRAM

TERRORISM OPTIONS ~ FEDERAL BACKSTOP

INTRODUCTION

The "Terrorism Risk Insurance Act™ ("TRIA") establishes a program within the Department of the Treasury .
- in-which_the. Federal -Govemment will- share the risk -of loss from- temorist attacks with the insurance
industry.. Federal -participation. will -be_triggered’ when the. Secretary . of the Treasury cedlifies:an act of . -
terrorism; in. concurrence wrth the Secretary of State and the Attomey General of the Umted States to be-
| an. act of terrorism-com ) ny-fore i
- terrorist act results in aggregate Iosses in excess of an amount stated in the Act Wlth respect to insured:
losses resulting fron a certified act of terrorism, the Federal Government will reimburse -individual insurers
for a percentage of losses (as slated in the Act) in excess of the insurer’s retention, which is based on a
specified percentage ‘of the insurer's eamed premium for the year preoedrng the loss. Insured Iosses
covered by ‘the program. are- capped at $100- billion per. year
; this provision serves to: limit insurers' liability for losses. If a terrorism event pierces
the cap. of a given’ vear insured losses paid (amounts bélow. the cap). under the federal program may be ...
subject to_pro-rata_allocation .in_accordance with procedures established by the Treasury. All insurers: -
providing. commercial property insurance are required to partncrpate ‘in'the program 1o the extent of offering:
.and-making available coverage for certified acts of terronsm in aceordance with the terms and conditions of -
coverage which apply to other penls

For all new and renéwal business, an insurer must make avallable to insureds coverage for losses caused
by certified acts of terrorism. The insurer must disclose to:the pohcyholder the-premium for losses covered,

- and-the federal share of compensation for such losses under the program and the existence of the $100
billion cap, at the time of offer, purchase and’ renewal of thie policy. : .

IMPORTANT GENERAL INFORMATION

In the policy Declarations (or by other means at the insurer’s option), it is advisable to indicate applrcablhty
of terrorism: endorsements -by line of business. This is espegcially important for a. package policy that
_includes both TRIA and non-TRIA lines of business.

l’ A. THE FOLLOWING PARAGRAPHS,-A-+—AND-A:2.; IN THIS: SECTION; A., INSTRUCT .ON THE
USAGE OF TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATTACHED TO POLICIES
THAT BECOME EFFECTIVE WHILE THE 'TERRORISM RISK INSURANCE PROGRAM IS IN
EFFECT. REFER TO PARAGRAPH B. OF THIS RULE FOR ADDITIONAL INSTRUCTIONS
REGARDING THOSE POLICIES THAT WILL CONTINUE PAST THE ANTICIPATED TERMINATION
OF THE TERRORISM. RISK INSURANCE PROGRAM POLICIES THAT BEGIN IN THE LAST
PROGRAM YEAR OF THE FEDERAL PROGRAM MAY REQUIRE THE USE OF TWO
ENDORSEMENTS DUE TO THE ANTICIPATED MID-TERM TERMINATION OF THE TERRORISM
RISK INSURANCE PROGRAM

1. When coverage for certrﬁed acts of terrorism lis to-be-provided,-the- .
use Cap On. Losses From Certified Acls Of Temorism Endorsement OP 09 03. Coverage for.
cerified acts of tervorism is subject to the statutory cap on liability for losses and subject to the
nuclear-hazard exclusion-and.all other underlying ‘policy. exclusions.. Coverage for -acts of terrorism
_that_zre not -certified {for example, acts which do not exceed the- dollar threshold for federal
certification:.or acts which eccur outside: the |unsdrcbonat boundarv of the federal program) i IS not

sub|ect to the statutory cap:
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_2: ‘When- covera_gg for- cerhﬁed acts of terronsm fis not—te—be pfowded {or 1s-te—be provnded with' a
specific - l:mltabon) - Of ' > ge - for i )
terrorism by using. Exciusnon Of Cemﬁed Acts Of Ten’onsm Endorsement OP 09 04. The exclusion
does not extend to acts of terrorism that are -not certified (for éxample; acts which.do not exceed the
doliar threshold for federal certification or acts which occur outside the jurisdictional boundarv of the

fedefal g@gmm)

3. The exclusion’ addressed in Paragraph 2. does not extend to fire folowing. an act of terrorism, with
respect to states which have a Standard Fire Policy (SFP) statute or similar statute prohibiting.such.
exclusion or limitation for certain property lines of business. Under Endorsement OP 09 04, use the.
Schedule to indicate applicability of the Exception Covering Certain Fire Losses. That Exception is
contained in the - aforementloned endorsement.

Refer to the most current Notice To. Manualholders in thls Terrorism Sgpplement for.a chart of SFP
status by state and line of business.

4. The federal program-does not include Canada, and therefgre endorsements relatggg to certified acts
of temorism are not relevant to acts of terorism_occurrng_in Canada. The federal program in:
general encompasses losses that occur within the United States, with State defined in the Act to.
include U.S. temitories and possessions and the: commonwealth of Puerto RiCO For commercial
-property insurance provided underthe Capital Assets Pre

coverage temtory as addressed:in Capital Assets Program (Output Pol licy) Coverage Form OP 00

01 is the United States, its tenitories and possessions, Puerto Rico and Canada. The foregoing is

for_information_only: this Terrérism Supplement does ‘not. address Dohcvwntmq outsude the

aforemenboned coverage lemtogg
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B. THE FOLLOWING -PARAGRAPHS, -B.1. THROUGH . B.3., INSTRUCT ON THE USAGE,'OF
CONDITIONAL TERRORISM ENDORSEMENT OPTIONS: FOR:

® POLICIES THAT BECOME EFFECTIVE DURING THE LAST PROGRAM YEAR OF THE
FEDERAL: PROGRAM, WITH A POLICY TERM' THAT EXTENDS PAST THE TERMINATION
DATE OF THAT PROGRAM;

® POLICIES ‘WRITTEN TO BECOME EFFECTIVE AFTER THE SCHEDULED TERMINATION
DATE OF THE FEDERAL PROGRAM, IF TI-IE”DISPOSITION OF SUCH PROGRAM IS
UNCERTAIN AT THE TIME THE F’OLICY IS WRITTE

THESE CONDITIONAL EN”RSEMENTS ARE DESIGNED TO BE: USED IN CGNJUNCTION VVITH'- '
(ON THE SAME POLICY AS) THE ENDORSEMENTS DESCRIBED ABOVE AND CAN ALSO BE.
USED IN THE ABSENCE OF SUCH ENDORSEMENTS. REFER TO PARAGRAPH C. OF THIS.
‘RULE FOR POLICIES THAT BECOME. EFFECTIVE AFT ER THE TERMINATION OF THE
TERRORISM RISK INSURANCE PROGRAM.

The following: information. is based on a scheduled termination date of December 31, 20012014

_However, if there is an extension of the federal Program beyond 20072014 and this fine of business
remains subject to TRIA under such extension, then the following information would-apply instead to.
the last Program Year ehacted via the extension, provided the federal Program will end on a specified
date with respect to all policies: for this line of business (a so-called hard ending).

‘Policies that become effec_trve on or after January 1,.2007-2014 may. not have the federal backstop
apply throughout the entire policy period. The following. conditional endofsement options provide
insurers with tools to address: terrorism exposures given the anticipated termination of the federal.
Program, which may occur during the policy period. The provisions of the conditional endorsement will

. apply commencing when the féderal Program terminates or is. exterided without "rnake available™
requirements and with certain-changes (revised definition of terrorism; or terrorism coverage made
subject to terms or conditions different from-those that apply. to other.events; or increase in insurer
retention of or participation in- losses). If the aforementioned conditions do not occur, the
provisions -of the conditional endorsement will not become effective on the policy. )

1. To exclude terrorism. ccoverage, attach Conditional. Exclusion Of Terrorism. (Relating To Disposition:
Of Federal Terrorism Risk insurance Act) Endorsement OP 09 20.

2. To exclude coverage for terrorism that involves nuclear, biological or chemical malerials (thereby
leaving intact any underlying coverage for terrorism that does not involve nuclear, biological or
chemical material), attach: Conditional Exclusion Of Terrorism Involving Nuclear, Biological Or
Chemical. Terrorism (Relating To Disposition ‘Of Federal Temorism Risk Insurance Act)
Endorsement OP 09.21.

3. To provide coverage for terrorism. subject to an annual aggregate sub-limit (and subject to
underlying policy provisions including exclusions such as the nuclear hazard exclusion and war and
military action exclusion), attach Conditional Limitation Of Coverage For Terrorism ~ Sub-Limit On-
Annual Aggregate Basis (Relating To. Disposition Of Federal Terronsm Risk - Insurance Ac!)‘
Endorsement OP 09:22.

if this conditional endorsement is used along with a sub—Ilmlt endorsement described in Paragraph -
A., do not enter a sub-limit amount for the conditional endorsement. A footnate in the Schedule of-
the conditional endorsement makes reference-fo relevant text within the endorsement, which in tum
explains: lhat the original sub-limit endorsement states: the amount of the sub-limit.

C. THE FOLLOWING PARAGRAPHS, C.1. THROUGH C.3., INSTRUCT ON THE USAGE OF
TERRORISM ENDORSEMENT OPTIONS THAT MAY BE ATI'ACHED TO:
. POLICIES THAT BECOME EFFECTIVE ON:OR AFTER THE DATE WHEN THE TERRORISM RISK.
INSURANCE PROGRAM HAS TERMINATED;
POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN AN EXTENSION OF THE

TERRORISM RISK INSURANCE PROGRAM HAS GONE INTO EFFECT, IF THE PROGRAM WAS -
:EXTENDED WITHOUT MAKE-, VAILABLE REQUIREMENTS AND WITH CERTAIN CH A'NGES

INCREASE IN INSURER RETENTION OF DR PARTICIPATION lN LOSSES)

1. Toexclude terrorism coverage, attach Exclusion Of Terrorism Endersement OP 09 23.

2. To exclude coverage for terrorism that involves nuclear, biclogical or chemical materials {thereby:
leaving.intact any underlying coverage for terrorism that does not involve nuclear, biological or

chemical: material), altach -Exclusion Of Temorism Involving Nuclear, Biological Or Chemical
Terrorism Endorsemenl QaP.09:23. -
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3 To prowde ooverage for temorism. subject to an -annual aggregate sub—llmrt {and subject to
‘underlying. polrcy provisions including exclusions such as the nuclear hazard exclusion and war and

military -action ‘exclusion); attach. Limitation Of Coverage For Temorism — Sub-Limit On. Annual
Aggregate Basis Endorsement OP 09:25.
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VERSION TE105~ CAPITAL ASSETS (OUTPUT POLICY) PROGRAM

“TERRORISM OPTIONS — FEDERAL BACKSTOP |

INTRODUCTION

The "Temorism Risk Insurance Act” ("TRIA") establishes a program within the Department of the Treasury
in which the Federal Govemment will share the risk of loss from termorist attacks with the insurance
. -industry. Federal participation will .be triggered when: the Secretary of -the: Treasury. certifies -an .act of
terrorism, in concumrence wrth the Secretary of State and the Attomey General’ of the United States, to be
‘an act of terrorism-con oh- ny-foreign-interest, provided the
terrorist act results in aggregate losses in excess of an amount stated in the Act. Wrth respect to insured
losses resulting from a certified act of terrorism, the Federal Gavernment will reimburse individual insurers
for a percentage of losses (as stated in the Act) in excess of the insurer's retention, which is based on a
_ specified percentage of the insurer's eamed premium: for the year precednng the loss. Insured losses
-covered by the program. are capped ‘at $100 billion per year- !
: ehanges4hat~ameunt this provision serves:to limit insurers’ liability. for: losses If a terrorism event merces.
1. the cap of a given year, insured losses paid- {amounts-below the cap) under the -federal” program may be '
" subject fo_pro rata allocation in accordance with procedures established by the Treasury. All insurers
providing commercial property-insurance are required to parucrpate in the program to the extent of offering
and-making available coverage for certified acts of terrorism i in accordance w:th the terms and condmons of
coverage which apply te other perils.
For all new and renewal business, an insurer must make available: to insureds coverage for losses caused:
by certified acts. of terrorismi. The insurer must disclose:to the. polrcyholder the premium for losses covered,
and-the federal share of compensation for such. losses.under-the: program and the existence of the $100
billion cap; at the time of offer, purchase and renewal of the pohcy

’IMPORTANT GENERAL INFORMATION

in the policy Declarations (or by other means at the insurer's option), it is advisable to indicate applicability
of terrorism: endorsements by line of business. This is especrally important for a package policy that .
includes both TRIA and non-TRIA lines of business.

A. THE FOLLOWING PARAGRAPHSA-1—AND-A:2.; IN THIS SECT!ON Al INSTRUCT ON THE
USAGE OF TERRORISM ENDORSEMENT -OPTIONS THAT MAY BE. ATTACHED TO: POLICIES
THAT BECOME EFFECTIVE WHILE THE TERRORISM RISK INSURANCE -PROGRAM IS IN
EFFECT. REFER TO PARAGRAPH B. OF THIS RULE FOR ADDITIONAL INSTRUCTIONS
REGARDING THOSE POLICIES THAT WILL CONTINUE PAST THE ANTICIPATED TERMINATION
OF THE TERRORISM RISK INSURANCE PROGRAM. POLICIES THAT BEGIN IN THE LAST

' PROGRAM YEAR OF THE FEDERAL PROGRAM ‘MAY REQUIRE THE USE OF TWO
ENDORSEMENTS DUE TO THE ANTICIPATED MID-TERM TERMINATION OF THE TERRORISM
RISK INSURANCE PROGRAM '

1. When coverage for certified .acts of terrorism lis te—be—provrded o

available:use Cap . On Losses From Certified Acts Of Terrorism Endorsement OP 09 03. Coverag_ ,
for certified acts of terrorism is subject to the statutory cap on liability for losses and subiect to.the
nuclear hazard exclusion and all-other underlying-pélicy exclusions. Coverage for. acts of terrorism
that -are. not cedified (for example, acts which do not exceed the dollar threshold for: federal
~certification_or_acts which occur outside the lunsdnctlonai boundarv of the federal program) .is not

subrect to the statutorv ca_p_
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B. THE FOLLOWING PARAGRAPHS B.1. THROUGH B.3., INSTRUCT ON THE USAGE OF
CONDITIONAL TERRORISM ENDORSEMENT OPTIONS FOR ' o

‘® POLICIES THAT BECOME EFFECTIVE DURING THE LAST PROGRAM YEAR OF THE
FEDERAL PROGRAM, WITH A PQLICY TERM THAT EXTENDS PAST THE TERMINATION
DATE OF THAT PROGRAM ’

® POLICIES WRITTEN TO BECOME EFFECTIVE AFTER THE SCHEDULED TERMINATION
DATE OF THE FEDERAL PROGRAM, IF 'I'HE DISPOSITION OF SUCH PROGRAM' IS.
UNCERTAIN AT THE TIME'THE POLICY-

THESE CONDITIONAL EN” § ARE DESIGNED TO BE USED IN CONJUNCTION WITH
-(ON THE SAME POLICY AS) THE ENDORSEMENTS DESCRIBED ABOVE AND CAN ALSO BE
. USED IN. THE ABSENCE OF SUCH: ENDORSEMENTS. REFER TO PARAGRAPH C. OF THIS.
RULE FOR POLICIES THAT BECOME EFFECTIVE AFI'ER THE TERMINATION OF THE
TERRORISM RISK INSURANCE PRQGRAM.

The following- information is based on- a scheduled termination date of December 31 20672014
However, if there is an_extension of the federal Program beyond 20072014 and this line of business
remains subject to TRIA under such extension, then the following information would apply instead: to
the last Program Year enacted via the extension, provided the federal Program will. end ona spegcified
date with respect to.all policies for this. line of business (a so-called. hard ending).

Policies that become effective on or after January 1, 2007—2014 2014 may not have the. federal backstop
apply throughout the entire ‘policy period. The followmg conditional. endorsement options. provide -
-insurers with tools to address. terrorism: exposures given the antxc:pated termination of the federal .
* Program, which may occur during the policy period. The provisions of the conditionat endorsement will -
apply commencing when the federal Program temminates or is extended without "make available®
requirements and with certain. changes (revised definition of terrorism; or terrorism coverage made
- subject to terms or conditions different- from those that apply te other events; or increase in insurer -
relention of or participation: in -losses). If thé aforementioned conditions do not .occur, the
provisions of the conditional endorsement will not become effective on the policy.

1. To exclude terrorism coverage, attach Conditional Exclusion Of Terrorism {(Relating To Disposition
Of Federal Terrorism Risk Insurance Act) Endorsement OP-09 20.

2. To exclude coverage for terrorism -that involves nuclear, blologlcal or chemical materials (thereby
leaving intact ‘any underlying coverage for terrorism that does not involve nuclear, biological or
chemical material), attach. Conditional Exclusion Of Terrorism Involving Nuclear, Biological Or
Chemical Terrorism (Relating To Dcsposmon Of Federal Terorism Risk Insurance Act):
Endorsement OP 09 21.-

3. To provide coverage for temorism subject to an annual aggregate sub-limit (and subject to
underlying policy. provisions including exclusions such as the nuclear hazard exclusion and war and
military action exclusion); attach Conditional Limitation Of Coverage For Terrorism — Sub-Limit On
Annual Aggregate Basis (Relating To Disposition Of Federal Terronsm Risk Insurance - Act)
Endorsement OP 09-22.

1f-this conditional endorsement. is used aiong with.a sub-limit endorsement described in Paragraph.
A_, do not enter a sub-limit amount for the conditional endorsement. A footnote-in the Schedule of
the conditional endorsement makes reference 1o relevant text within the endorsement, which in tum
explains that the original. sub-limit endorsement states the:amount of the sub—lnmnt

‘C. THE FOLLOWING PARAGRAPHS, C.1. THROUGH C.3., INSTRUGT ON THE USAGE OF
'TERRORISM ENDORSEMENT OPTIONS THAT MAY BE A'ITACHED TO:

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN THE TERRORISM: RISK.
INSURANCE PROGRAM HAS TERMINATED;

POLICIES THAT BECOME EFFECTIVE ON OR AFTER THE DATE WHEN AN EXTENSION OF THE.
TERRORISM: RISK INSURANCE PROGRAM HAS; GONE INTO.EFFECT, _IF THE PROGRAM WAS
EXTENDED- WITHOUT M2 - - CHANGES

_INCREASE N INSUR‘ERV RETENTION OF OR PARﬂCIPATION N LOSSES)
1. To exclude terronsm coverage attach-Exclusion Of Terrorism Endorsement:OP09:23.

2. To exclude coverage for terrorism that involves nucleat, biological or chem|cal ‘matenals (thereby.
leaving intact: any underlying. coverage for temorism that does not involve nuclear; biological or
chemical material); attach- Exclusion ‘Of Terrorism- Involving Nuclear, Biolegical Or ‘Chemical
Teérorism Endersement OP 09-24.

© ISO Properties, Iric:, 2607
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3. To provide coverage for terorism subject to an annual aggregate subdimit (and subject to
underlying policy provisions including exclusions such as the nuclear hazard exclusion and war and
military -acfion exclusion), attach Limitation Of Coverage For Terrorism — Sub-limit On Annual
Aggregate Basis Endorsement OP 09 25.

- ©fSOPioperties, InC.. 2007
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c. If the insured rejects coverage for certified acts of terrorism, that rejection does not
apply to fire following a certified act of terrorism, due to a state statutory requirement.
To develop a rate only for such fire coverage, apply a factor to the rate for certified
acts of terrorism coverage. (Refer to the loss cost section of this Terrorism
Supplement for the appropriate factor for fire-only coverage.)

3. Prorating
a. When Certified Exclusion And Conditional Exclusion Are Not Used

Prorate the rate based on the proportion of time the pohcy isin eﬁect in each Year of -

. the federal Program. Example: For a policy with an annual term beginning on
10/01/04, the rate would be the sum of 25% of the Program Year 2 rate and 75% of
the Program Year 3 rate.

For annual policies with a term that begins in the ‘last Program Year of the federal
Program and extends into the following year , prorate the rate using - applicable
Program Year rates and Full rates, based on the proportion of time the policy will be in
effect before and after the Program's termination. If such a poficy is rated prior toa -
Congressronal decision on extension of the federal Program, the insurer may:

- (1.) Prorate as indicated above, based on the federal Program’s anttcipated
termination date. If the federal Program is extended, recalculate the prem;um and
refund the excess premium, unless such amount falls within the waiver of return
premium, if any, on file for the insurer in this state; or

(2) Use the applicable Program Year rates for the entire annual policy period, mstead
of prorating. If the federal Program terminates, recalculate the premrum and
charge additional premium. If the federal Program is extended with changes in the.
backstop, recalculate the premium and charge additional premium or refund
excess premium, if applicable. The additional or return premium may be waived if
'such amount falls within the waiver of additional or. return premium, if any, on file
for the insurer in this state.

b. When Terrorism. Coverage Applles Subject To Conditional Exclusion

When a conditional exclusion -is: attached;, the duration of coverage and the
commensurate premium are not fully determined until the disposition of the federal
Program is decided.. When a conditional exclusion is used, prorate the applicable
- Program Year rate based on the’ proportron of time that coverage will apply. Make no
charge (charge for fire only in Standard Fire Pohcy statés — see Paragraph B.2.c. in
“such states) for the portion of time’ that. coverage will be. excluded Example: Annual
policy begins on 6/01/6714; exclusion is anticipated to- become effective on 1/01/6815.
The rate would be 59% (214[365 days) of the rate appllcab|e to the. 20012014
_ Program Year.

If such a policy i is rated prior to-a Congressronal decrsron on extensron of the federal
Program, the insurer may:

(1) Prorate -as indicated above based on the federal Programs anhapated
termination date. If the federal Program is extended in such a manner that the
conditional exclusion does fiot become - hcable and coverage continues to
apply, recalculate - the premrum and charge "additional premium. -unless such
amount falis within: lhe walver ‘of additional premsum rf any, on file for the insurer in

 -this state; or - :

 ©150Propétties, nc:; 2007
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Disc!osure of premium attributable to coverage for certified acts of terrorism, and
disclosure of federal participation in payment of potential terrorism losses_and
existence of the $100 billion cap, is a condition for reimbursement under the federal
program -The following-endersements; Use Disclosure Pursuant To Terrorism Risk
Insurance Act Endorsement IL 09 85, which responds to the Treasury Guidance on

line item disclosure. —mafbeused—

b. For Pollcres That Begm In The Last Program Year Of The Federal Prog

b1} Use Disclosure Of Premium Through End Of Year For Certified Acts Of Terronsm
- Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement it 09 98 for -
policies that begin in the last Program Year of the federal Program and extend into
the following year, when a Conditional Exclusion is used and premium is being
~-disclosed only for the period during which the federal Program is in effect . This is
the situation described in Paragraph B.3.b.{1). This endorsement recognizes the
possibility of a mid-term additional premium charge. '

I _ e4{2) Use Disclosure Of Premium And Estimated Premium For Certified Acts Of
- Terrorism Coverage (Pursuant To Terrorism Risk Insurance Act). Endorsement IL
09 99 for policies that begin in the last: Program Year of the federal Program and
extend into the following year, when premium is being disclosed for the period
during which the federal Program is in effect and estimated premcum is beung
disclosed for the remainder of the policy term. This situation. is described in
Paragraphs B.3.a.(1), B.3.a.(2) and B.3.b.(2). This endorsement recognizes the
possrbrhty of a mid-term additional premium charge or return of excess premium.
C Certified ‘Acts Of Terrorism - Limited Coverage
1. General .

Loss costs for certified acts of terrorism: coverage are provided in the loss cost section of
this Terrorism Supplement. Loss costs that are identified by Program Year recognize
federal partlmpahon in covering losses. If loss costs for years subsequent to Year 3 are -

not provided in this Terrorism Supplement, use the loss costs shown for Year 3 instead.

Loss costs are also dlsplayed for the time period following termination of the federal
Program; such:loss costs are designated as Full loss costs, to reflect the absence of
federal partrcrpatlon in losses. Refer to Paragraph B.3. for information. on proratmg '

2. ‘Premium Determination

a: Coverage For: Certified Acts Of Terronsm Excludmg Nuclear . Biological And
.Chemiical (NBC) Events: :
.Ieve!op a‘rate for certifi ed acts of terronsm coverage as indicated- in Paragraphs_

. 'Bi2.a..and B.2.b, Adjust that rate by applying a factor as: prov:ded in the loss cost
section -of this Terrorism Supplement. Multlply the adjusted rate- by. the Limit of
Insurance in hundreds to obtain ‘the premium for this - limited form of certified acts
covefage. o

;" Do.not apply the factor-provided in Paragraph B:2. c.
b. Sub-Limit Gn Certified Acts Of Terrorism: Coverage
Deve!op‘a rate for certifi ed. acts. of terrerlsm coverage as mdrcated in Paragraph B.2.a.

: "-form of oertlﬁed acts eoverage _
Do uot apply the factor provrded m Paragraph B 2.c
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5 ‘ 12.0012.60
Percentages other than those shown are calculated by intefpolation.

3. Prorating
Refer to Paragraphs B.3.a. and B.3.b.
4. Disclosure Of Premium
Refer to Paragraphs B.4.a., B.4.b.(1) and B.4.b.(2)c.

1y ¢ ,
;exposure to terronst acts, whe{her htgher orlower, refatsve to other nsks w:thm the ‘same
temtory .
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2. To the extent that Rule 2. Referrals To Company is used to rate a particular risk,
companies should maintain complete files, including alt details of the factors used. in
determining the rate or classification for a particular risk and make these files available to
state regulators on request. Such rates or classifications need not be filed with the state
regulator. This does not apply when a company has developed or prepared a manual or
schedule of rates which includes a classification applicable to a risk being written. To the

extent that filing requirements apply to such a manual or schedule of rates, they must be
followed.
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VERSION PE124

TERRORISM PRICING — FEDERAL BACKSTOP

A. Introduction

The "Terrorism Risk Insurance Act” ("TRIA") establishes a program within the Department of
the Treasury in which the Federal Government will share the risk of loss from terrorist attacks
with the insurance industry. Federal participation will be triggered when the Secretary of the .
Treasury ceriifies an act -of terrorism, in concurrence with the Secretary of State and the
' Attorney General of the Unrted States to be an act of terrorism
, provided the temorist act results in aggregate losses
in. excess’ of an amount stated in the Act. With respect to.insured losses resulting from a
certified act of terrorism, the Federal Government will reimburse individual .insurers for a
percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
‘based on .a specified percentage of the insurer's earned premium for the year preceding the
loss Insured losses covered by the program are capped at $100 billion per year—unless
; - amount; this provision serves to limit insurers’
.llabrlrty for losses lf a terronsm event prerces the cag of a given year, insured losses paid
{amounts below the cap) under the federal program may be subiject to pro rata allocation in
accordance with procedures established by the Treasury.

. Refer to the rule titied Terronsm Options — Federal Backstop for information concerning
coverage options.
‘8. Certified Acts Of Terrorism Covered Or Excluded
1. -General '
~Loss costs for certified acts of terrorism-coverage are provided.in the loss cost section of
this Terrorism Supplement Loss ‘costs that are identified by Program Year recognize
- federal partlclpatlon in covering losses. If loss costs for years subsequent to Year 3 are
" not provided in this Terrorism Supplement, use the loss costs shown for Year 3 instead.
‘Loss ‘costs are also displayed for the time period following termination of the federal
Program; such loss costs are designated as Full loss costs, to reflect the absence of
federal participation in losses. Refer to Paragraph B.3. for information on prorating.

2. Premlum Determination

The Basic Grou_p 1 class loss costs in the state manual and the Basic Group | loss costs
for specifically rated properties include a provision to reflect the domestic ferrorism petil.

Cerified. acts of terrorism now include. certain domestic acts. When coverage is provided.
for certified ‘acts, apply-a factor of .990 to all Basic Group 1 loss costs, because certain
domestic ‘acts ‘are subject to the federal backstop When: coverage is_excluded for
certified acts, apply the same factor to all'Basic Group | loss costs, in recognition of the
_,exclusron Refer to Paragraphs B.Z.a. B.2.b. and B.2.c. for addmonal instructions on -

' premium determination. _
- a. When coverage is provided for cemﬁed acts, Qdevelop premrum for property damage '

insurance using building and contents rates developed from the loss costs for certified

- acts of terrorism coverage. Adjust the rate by applying rate. ‘meodification factors
:-feﬂectmg public protectiori- classification (if applicable in this jUﬂSdiChOﬂ) coinsurance
level and deductible. If rate modification factors vary by Cause of Loss, use the factors

: 'for B' src Group 1. Package modlﬁcatron does: not.rapply Apply the ad;ustedrate to the

.»premlum for. certrﬁed acts of terronsm ooverage

| @IS0 Propeties, nc., 2007




COMMERCIAL LINES
RULES FILING CL-2007-RTRP1 Page 290

COMMERCIAL PROPERTY PRICING

c. For insurance on real property used predominantly for residential purposes and
consisting of not more than four dwelling units, coverage for fire following terrorism
must be provided, due to a state statutory requirement. Therefore, with respect to
such property, if the insured rejects coverage for certified acts of terrorism, that
rejection does not apply to fire following a certified act. To develop a rate only for such
fire coverage, apply a factor to the rate for certified acts of terrorism coverage. (Refer
to the loss cost section of this Terronsm Supplement for the appropnate factor for fire-
only.coverage.)

3. Prorating .
' a. When Certified Exclusion And Conditional Exclusion- Are Not Used

Prorate the rate based on the proportion of time the policy is in effectin each Year of
“the federal Program. Example: For a policy with an annual term beginning on
-10/01/04, the rate would be the sum of 25% of the Program Year 2 rate and 75% of .

the Program Year 3 rate.

For annual policies' with a- term - that begms in the last Program Year of the federal
Program and extends into the following year , prorate the rate using applicable
Program Year rates and Full rates, based on the proportion of time the-policy will be in
effect before and- after the Program’s termination. If such a policy is rated prior to a
Congress:onal decision on extension of the federal Program, the insurer may:

(1) Prorate as indicated above, based on ‘the federal Program's antuc:pated
termination date. If the federal Program is extended, recalculate the premium and
refund the excess premium, unless such amount falls within the waiver of return
premium, if any, on file for the insurer in this state; or

(2) Use the applicable Program Year rates for the entire annual policy 'penod instead
of prorating. If the federal Program terminates, recalculate the premium and
_ charge additional premium. {f the federal Program is extended with changes in the
backstop, recalculate the premium and charge additional premium or refund
.excess premium, if applicable. The additional or return premium may be waived if
such amount falls within the waiver of additional or return premrum if any, on‘file

for the insurer in:this state.

b, When Terrorism Coverage Apphes Subject To Conditional Exclusion

When a: condmonal exclusion is attached, the duration of . coverage and. the
-commensurate prémium are not fully determined until the disposition of the federal
Program is' decided.. When a conditional exclusion is used, prorate the applicable’
‘Program Year rate based on the proportion of time that coverage- will apply. Make no’

. charge {charge for fire only in Standard Fire Policy states — see Paragraph B.2.¢. in
such states) for the. portion. of time-that coverage will be excluded. Examiple: Annual. . .

. policy begins.on: 6/01/0714; exclusion is-anticipated to become. effective on.1/01/0815."
‘The rate would be 59% (214/365 days) -of the rate apphcable to- the 20012014.-
Program Year.

3 such a pollcy is rated pnor to a Congress«onal decision on extensnon of lhe federal
‘Program theinsurer may:

A Prorate as: indicated - above, based on. the. federai Programs anttc:pated-.
" termination date. if the federal ‘Program is- extended ‘in -such a manner. that the
oondlttonal exdusnon dees not r-become 4 ‘pfucable and coverage contmues to _
' § 3 add tsenal prem - unl

| @ISO Properties;tne, 2007
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4. Disclosure Of Premium
a._For Policies That Begin Prior To The Last Program Year Of The Federal Program

Disclosure of premium attributable to coverage for certified acts of terrorism, and
disclosure of federal participation in payment of potential terrorism losses_and
existence of the $100 billion cap, is a condition for reimbursement under the federal
- program.—The-following-endorsements; Use Disclosure Pursuant To Terrorism Risk
Insurance Act Endorsement IL 09 85, which responds to the Treasury Guidance on

lme ltem disclosure. —maybeused—

b. For Policies That: Begin In The Last Jgram Year Of The Federal Program

b(1) Use Disclosure Of Premium Through End Of Year For Certified Acts Of Terrorism
Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement 1. 09 98 for
policies that begin in the last Program Year of the federal Program and extend into
the following year, when a ‘Conditional . Exclusion is used and premium is bemg
disclosed only for the penod during which the federal Program is in effect . This is
the situation described in Paragraph B.3.b.(1). This endorsement recogmzes the .
possibility of a mid-term additional premium charge.

I . e{2) Use Disclosure Of Premium And Estimated Premium For Ceitified Acts of
Terrorism Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement IL
09 99 for policies that begin in the last Program Year of the federal Program. and
extend into the following year, when premium is being disclosed for the period
during which the federal Program is in effect and estimated-premium is b_eing :
disclosed for the remainder -of the policy term. This situation is -deseribed in
Paragraphs B.3.a.(1), B.3.a{2) and B.3.b.(2). This endorsement recognlzes the
possibility of a mid-term additienal premium charge or return of excess premium.

C. Certified Acts Of Terrorism — Limited Coverage
1 General

Loss costs for certified acts of terrorism coverage are provided in the loss cost section of
this Terrorism Supplement. Loss costs that are identified by Program Year recognize
federal participation in covering losses. If loss costs for years subsequent to Year 3 are
not-provided in this Terrorism Supplement, use the loss costs shown for Year 3 instead.
Loss costs are also displayed for the time: period following ‘termination of the federal
Program; such loss costs ate designated as Full foss costs, to reflect the absence of
federal participationin losses. Refer to Paragraph B 3.for mfcrmahon on proratmg

‘2. Premium Determination

a. Coverage For. Certlf ed Acts Of Terrorism Excludmg ‘Nuc!ear Biologlcai And-.
Chemical (NBC) Events A
Develop a rate for certified acts of terronsm coverage as indicated in- Paragraphs-
‘B.2.a. and B.2:b. Adjust that rate by applying a factor as- prov:ded in the foss cost
section of this Termorism Supplement. Multlply the adjusted rate by the. Limit of
Insurance in hundreds to obtam the premnum for- this limited form of certified acts :

- coverage. - .

b -Sub-lest On Certlf' ed Acts of Terronsm Coverage :

. e o : p ﬂg e p p.v - T ,p g
- the percenlage that ‘the: se!ected sub-limit ‘bears to the full value of the preperty'
Multiply the adjusted rate by. the sub-limit {in’ hundreds) to obtam ‘the premmm for-this
hmsted form of certified acts eoverage :

' »'Thls ratmg prowsr@n Paragraph C 2: b-, does not apply to hme element ralmg

’ -;’B.Z.c ) {he faeters in Column 2 apply

‘. ©I80 Properties, Inc., 2007
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Percent of Full (100%) Value Factor

Column 1 Column 2

5 % 1.501.58 1.551.63

25 - 265278 2:903.05

10 ) 5.005.25 7087.35

5 8.008.40 12:0012.60

Percentages other than those shown are calculated by interpolation.
3. Prorating.
Refer to Paragraphs B.3.a. and B.3.b.
4. Disclosure Of Premium
Refer to Paragraphs B.4.a., B.4.b.{1) and B

4b.(2)c.

Lo ©ISOProperties; e, 2007 -
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ED. Individual Risk Situations
Rule 2. Referrals To Company may be used for rating any risk or exposure for which the

manual rate is clearly demonstrated to be inappropriate because of the nature of the
expasure: to terrorist acts, whether higher or lower, relative to other risks within the same

territory.

| ersopmpstes
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VERSION PE125

TERRORISM PRICING — FEDERAL BACKSTOP

A. Introduction

The "Terrorism Risk Insurance Act ("TRIA") establishes a program within the Department of
the Treasury in which the Federal Government will share the risk of loss from terrorist attacks
with the insurance industry. Federal partrcnpatlon will be triggered when the Secretary of the
Treasury certifies an act of terrorism, in concurrence with the Secretary of State and the
Attorney General of the Untted States to'be an.act of terronsmsemmrtted—by-an—mdmduat(s)
, provided the terrorist act results in aggregate losses
‘in excess of an amount stated in the Act. With respect to-insured losses resultmg from a
certified act of terrorism, the Federal Government will reimburse. individual insurers for a
percentage of losses (as stated in the Act) in excess of the insurer's retention, which is
based on a specified percentage of the insurer’s earned premium for the year precedmg the
loss Insured Iosses covered by the program are capped at $100 billion per year—untess
: mount; this provrsron serves to limit instirers’
ttabtttty for tosses If a terronsm event pterces theﬁp of a given year, insured losses paid.
" (amounts below the.cap) under the federal program may be subject to pro rata allocation in
accordance with procedures established by the Treasury.

Refer to the rule titled Terrorism Options — Federal Backstop for information concermng
coverage options. :

I B. Certified Acts Of Terrorism:Covered Or Excluded
1. General

Loss costs for certified acts of terrorism coverage are provided in the loss cost section of
this Terrorism Supplement Loss costs that are identified by Program Year recognize
federal. partrcapatton in covering losses. #f loss costs for years subsequent to Year 3 are
not provided in this' Terrarism Supplement, use the loss costs shown for Year 3 instead.
Loss costs may also-be- dlsplayed for the time period following termination of the federal
Program; such loss costs would be designated.as Full loss costs, to reflect the absence
of federal participation-in Iosses Refer to Paragraph B.3. for information on prorating.

- 2. Premium Determination

The Basic: Group -l.class loss _costs in the state manual and the Basic Group | loss costs
for specifically rated:. grogertres include a provision to reflect the domestic terrorism peril.
Certified. acts_of:tefrorism: now include certain:domestic acts. When coverage is_provided
for certified acts,. .apply a- factor-of .990 to all Basic Group | loss costs, because certain
domestic acts_are "subject “to. the federal backstop. When' coverage - is . excluded ‘for
“certified acts; apply the same factor to all Basic Group 1-loss ‘costs, in recognition ‘of the
exclusion. Refer to Parag[aghs B 2.a. and B.2. b for addltlonal mstmctrons on Dremtum
determmatton

a. When covera e st .ovrded for certrt" ed- acts acts, Bdevelop premlum for property damage
insurance using building and contents rates developed from the loss:costsfor certified
acts ‘of terrorism coverage. Adjust the rate by apptymg -rate -modifi catton factors .
reflecting public protection ‘classification (if appttcable in this jurisdiction); ¢oinsuraricé

~ {evel and deductible. If tate modification factors vary by Causé of Loss, use the factars
' “for Bas:c" up l Package modification does not - apply. Appty the: adjusted ate to. the :
) ance in h ndreds to obtatn the premtum fo fie Jof

. @150 Propeities, Inc.; 2007 -
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3. Prorating

a. When Certified Exclusion And Conditional Exclusron Are Not Used

Prorate the rate based on the proportion of time the policy is in effect in each Year of
the federal Program. Example: For a policy with an apnual term beginning on
10/01/04, the rate would be the sum of 25% of the Program Year 2 rate and 75% of
the Program Year 3 rate.

For annual policies with-a term that begins in the last Program Year of the federal
- Program and extends into the following- year , prorate the rate using apphcable
Program Year rates and Full rates, based on the propomon of time the policy will be in
_effect before ‘and after the' Program's termination. If such a polrcy is rated prior to a
‘Congressional decision on extension of the federal Program, the insurer may:

(1) Prorate. as indicated above, based on the federal Program's antrcipated
termination date. If the federal Program is extended, recalculate the premrum and
refund the excess premium, unless such amount falls within the waiver of return
premium, if any, on file for the insurer in this state; or

{2) Use the apphcable Program Year rates for the entire annual pohcy period, instead
of prorating. . If the federal Program terminates, recalculate the . premrum and
charge additional premium: If the federat Program is extended with changes in the
backstop, recalculate the ‘premium and charge additional premium or refund
excess premium, if applicable. The additional or return premium may be waived if
such amount falls within the waiver of additional or return premium, if any, on file
for the insurer in this state.

b. When Terrorism Coverage Applies. Sybj._ect Tqu‘nditionai Exclusion

When a conditional exclusion is attached, the duration of coverage and the
commensurate premium are not: fully determined until the disposition of the federal
Program ‘is decided.. When a conditional exclusion: is used, prorate the applicable
Program Year rate based on the proportion of time that coverage will apply. Make no
charge (charge for fire only in Standard Fire Pollcy states — see Paragraph B.2.c. in
such states) for the portion of time that coverage will be excluded. Example: Annual
_ policy begins on 6/01/0714; exclusion is anticipated to become effective.on 1/01/0815.
The rate would be. 59% (214/365 days) of the rate applicable to the 20072014
: Program Year.

1f such a. pohcy is rated prior to. a Congressnonal decision on extension: of the federal
Program, the insurer may:

(1) Prorate ‘as indicated above, based on the federal Programs antrcapated"
termination date. f the federal Program is extended in such a manner that the
‘conditional -exclusion” does. not become applicable; and. eoverage continues to’
apply, recalculate the premlum and charge additional premitim - unless such.
amount falls withifi. the waiver. of. addltronal premrum rf any, on ﬁie for the insurer in.
this: state, or

{2) Calcutate the premlum usmg ‘the applrcabie Program Year rate for the entiré pol(cy -
' term. If the federal Program tefminates, recalculate the premrum 'by prorating that
applrcable Program Year rate .and refund’ the excess- premium. if the federal
-Program is extended in such a manner that the conditional exclusion does not -
’ -recalculate the premium- and
1, if a phcab!e Tha addruonal

‘4. Drsclosure Qf Premuum

a.For Polrcres _That B mPnorTo The L‘astProgramYear OfTheFederalProg ram -
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Disclosure of premium attributable to coverage for certified acts of terrorism, and
disclosure of federal participation in payment of potential terrorism losses_and
existence of the $100 billion cap, is a condition for reimbursement under the federal

program.—Fhe-following-endersements; Use Disclosure Pursuant To Terrorism Risk

Insurance Act Endorsement IL 09 85, which responds to the Treasury Gurdance on

line item disclosure —may—be-useé

b. For Policiés That Beqm In The Last Proqram Year Of The Federal Program -

b{_) Use Disclosure Of Premium Through End Of Year For Certified Acts Of Terrorism
Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement 1L 09 98 for
policies that begin in the last Program Year of the federal Program and extend into
the following year, when a Conditional Exclusion is used and premnum is ‘being

- disclosed only-for the period during which the federal Program is in effect . This is

- the situation described in Paragraph B.3.b(1). This endorsement recognizes the
possibility of a mid-term additional premium. charge.

- e42) Use Disclosure Of Premium And Estimated -Premium For Certified Acts Of

- . Terrorism Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement IL
09 99 for policies that begin .in the last Program Year of the federal Program and
extend into- the following year, when premium is being disclosed for the period
during which the federal Program is in. effect and estimated premium is ibeing
disclosed for the remainder of the policy term. This situation is described in
Paragraphs B.3.a.(1), B.3.2.(2) and B.3.b.(2). This endorsement recognizes the
possibility of a mid-term addmonal premitm charge or return of excess premium.

C. Cemﬁed Acts Of Terrorism — Limited Coverage
1. General _
Loss costs for certified acts of terrorism  coverage are provided in the loss cost section of
this Terrorism Supplement. Loss costs that are identified by Program Year recognize
“federal participation in covering losses. If loss costs for years subsequent to Year 3 are
.not provided in this Terrorism Supplement, use the loss costs shown for Year 3 instead.
" Loss costs may also be displayed-for the time period following termination of the federal

- Program; such loss costs would be designated as Full loss costs, to reflect the absence
- of federal participation in losses. Refer to Paragraph B.3. for mformatron on prorating.

2. Premium Determination

a .Coverage For Certified Acts of Terronsm ‘Excluding Nuclear; Brologrcal And
’Chemlcal Events R
Develop a rate for certified. acts .of terronsm coverage as mdrcated in Paragraphs
B.2.a. and B.2.b. Adjust that rate by’ applyinga factor of .55. Multrply the adjusted rate
by the Limit-of Insurance in hundreds to obtam the premium for this limited form of
certified acts coverage

'b.- Sub—lelt On Cettified Acts Of Terronsm Coverage :

: Develop a rate for-certified acts of terrorrsm ‘coverage as indicated in Paragraph B.2 a.
: Adjust that rate by applying: the. appropr«ate factor from ‘the display below, based on
- the percentage that the selected sub-limit ‘bears to the full value of the ‘property.

© - Multipl the.adj usted.rate‘b‘ the sub-i

) s not app!y tor trme element ratmg

Thrs_-ratrng.sprovrsion;_.l?aragrax?jh_C;v b.,

Percent of Full (100%) Value . - Factor _
60 % o R 4591 58

-10

5 .

» Percentages other than those shown are caiculated by mterpolat:on' '

"I ©1S0Propeties, Iric. 2007

it (m hundreds) to obtarn the premrum fer {hrs .
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3. Prorating
Refer to Paragraphs B.3.a. and B.3.b.
4. Disclosure Of Premium
Refer to Paragraphs B.4.a., B.4.b.{1) and B.4.b.(2)c.

ED. lndmdual Rtsk Sttuatlons

Rule 2. Refen'als To Company may be tsed for. ratmg any nsk or exposure for which the.
manual rate is -clearly demonstrated to be inappropriste because of ‘the nature of the.
-exposure {0’ termnst acts -whether hlgher or lower relatwe to other nsks wuthm the samej

AeTEORY: - S R P 5 _

- ©150 Properties; fric.; 2007
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VERSION PE100 - FARM

TERRORISM OPTIONS - FEDERAL BACKSTOP — PREMIUM DETERMINATION

This Additional Rule applies to all terrerism coverage options described in all of the Additional Rules
- pertaining to Terrorism Options — Federal Backstop.
A. Premium Determination
For coverage for acts of terrorism, refer to company. Rule 2. Referrals To Company. applies.
‘B. Disclosure Of Premium ’ .
1. For Policies That Begin Prior To The Last: Pu_m Year Of The Federal Program

Disclosure -of premlum attributable to coverage for certified acts of terrorism, and disclosure of
federal participation in payment of potential terrorism losses_and existence of the $100 biltion cap,

isa condmon for- relmbursement under the federal Program %e—fellemng—endersements—umreh

espond the—tre - A UFe,-may-b ed:Use Disclosure Pursuant
To Terronsm Risk. Insurance Act Endorsement IL 09 85 whrch re§ponds to the Treasurv Guidance
on lme item drsclosure

~

2. For Policies That Beqr_rL_n The Last Prog& m Year Of The Federal Program

2a. Use Disclosure Of Premium Through. End Of Year For Certified Acts Of Terrorism Coverage

‘ (Pursuant To Terorism Risk Insurance Act) Endorsement IL 09 98 in the situation where a .

conditional exclusion endersement is attached to the policy and premium is lnmaily detemined

only thirough the last Program Year of the federal Progranm because rating is done prior to a

federal decision on fermination or extension of -the federal Program. The Schedule of this

disclosure endorsement identifies the premium as relating to coverage through the 1ast Program

Year. Paragraph ‘C. of this endorsement explains the detenmination “of premium and the

circumstances surrounding such detemmination, and advrses that additional premium may be
charged if coverage continues past the fast Program Year.

3b. Use Disclosure Of Premium And Estimated Premium For Certified Acts Of Terrorism:Coverage
" (Pursuant To Terrorism: Risk Insurance Act) Endorsement iL. 09 99 when a full-term premium is
.being disclosed, and is relevant whether or riot a conditional exclusion endorsement is-attached
to the policy. The Schedule of this. disclosure endorsement identifies two components of the
premium, that'is, an amount representirig coverage through the last Program Year of the federal
Program and an estimated amount of premium for coverage that will be provided or may be.
provided beyond the last Program Year. Paragraph C. -of this- endorsement explains the
detemination. of premium.and the cireumstarices surrounding such- determination, and advises
that additional or return premium may later be indicated. depending on’ disposition. of the
backstop and continuation or termrnatron of coverage after the last Program Year.

- ©150 Properties; fic., 2007
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VERSION PE101 — FARM

TERRORISM OPTIONS ~ FEDERAL BACKSTOP — PREMIUM DETERMINATION

This Additional Rule applies to all terrorism coverage options described in all of the Additional Rules
pertaining to Terrorism Options — Federal Backstop.

A. Premium Determination

For caverage for acts of terrorism, tefer to company. Rule 2. Referrals To Company applies. Terrorism
rates must be filed with the New Jersey Insurance Department.

B. Disclosure Of Premium
_1._For Policies That Begin Prior To The Last Program Year Of The Federal Progra

Disclosure of . premium altributable to coverage for certified acts of terrorism, and disclosure of
--federal padticipation-in payment of potential terrorism losses_and exnstence of the $100 b:lllon cap,
is a condmon for reimbursement under lhe federal Program

. 6 ' d: Use Disclosure Pursuant
To Terronsm Rnsk Insurance Act Endorsement IL 09 85 whlch regponds to the Treasury Guidance
on Ime item disclosure.

2. For,:P_dli;;ie's That Begin in The Last Piogram Year Of The 'Fedéral Program

2a. Use Disclosure Of Premium Through End Of Year For Cerified Acts Of Terrorism Coverage

© (Pursuant To Terrorism Risk Insurance Act):Endorsement IL. 09 98 in-the situation where a
conditional exclusion endorsement is attached to the policy and premium is initially determined
‘only through the last Program -Year of the federal Program because rating is_done prior to a
federal decision on termination or extension .of the federal ‘Program. The Schedule of this
disclosure endorsement identifies the premium.as relating to coverage through the last Program
Year. Paragraph C. of this endorsement explains the determination of premlum and the
circumstances surrounding such determination, and advises that addmonal premium may be
charged if coverage continues past the tast. Program Year.

3b. Use Disclosure Of Premium And Estimated Premium: For Certified Acts Of Ten'onsm Coverage
(Purstant To Terrorism Risk Insurance Act) Endorsement 1L 09 99 when a full-term premium is
‘being disclosed, and i$ relevant whether or not a conditional exclusion endorsement is attached -
to the policy. The Schedule of this disclosure endorsement identifies two components of the
premium, that is, an amount representing ‘coverage-through the last Program Year of the federal
Program and .an estimated amount of premium for. coverage that will be provided or may be
provided beyond the last Program Year. Paragraph C. of .this" endorsement explains the
determination of premiurn and the circumstances sufrounding such detenminiation; and advises
that ‘additional -or retum premium may later be indicated dependmg on_disposition of the
backstop and: contmuatlon or termmatxon ‘of coverage afterthe last Program Year.

@ISO Properties; Inc.; 2007
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VERSION PE102 - FARM

TERRORISM OPTIONS — FEDERAL BACKSTOP — PREMIUM DETERMINATION ,

This Additional Rule applies to all terrorism coverage options described in all of the Additional Rules

pertaining to Terrorism Options — Federal Backstop.

A. Premium Determination

For coverage for acts of terrorism, refer to company. Rule 2. Referrals To Company applies.
B. Disclosure Of Premium _ , '
_1. For Policies 'That_ Begin Prior To The Last Program Year Of The Federal Program

Disclosure of premium attributable to coverage for certified acts of terrorism, and disclosure of
federal participation in payment of potential terrorism losses and 'existenqe of the $100 billi(_m: cap,

is a condition for reimbursement under the federal Program. T+

pond-to-th ! e-a tem-disclosure,-may-be-used: Use Missouri — Disclosure
Pursuant To Terrotism Risk Insurance Act:Endorsement IL. 09.90, which responds to the Treasury
Guidance on fine item disclosure. o - ' : ’

RSN 0 O

o A O [) 0 a1t ey n
2. For Policies That Begin in The Last Program Year Of The Federal Program
2a. Use Missouri — Disclosure Of Premium Through End Of Year For Certified Acts Of Terrorism
Coverage (Pursuant To Terrorism Risk Insurance Act) Endorsement IL 00 33 in the situation
where a conditional exclusion endorsement is attached to the policy and premium is .initiaily
determined only through the last Program Year of the federal Program because rating is done
* prior to a federal decision.on termination or extension of the federal Program. The Schedule of
this “disclosure endorsement identifies the premium as relating to coverage through the.fast
Program Year. Paragraph C. of this endorsement explains the determination of premium and
the circumstances surrounding such determination, and advises that additional premium may
be charged if coverage continues past the fast Program Year.
3b. Use Missouri — Disclosure Of Premium And Estimated Premium For Certified Acts Of Tesrorism
Coverage {Pursuant To Terrorism Risk Insurance Act) Endorsement iL. 00.34 when a full-term
premium is being disclosed, and is relevant whether or not a conditional exclusion endersement
is attached to the policy. The Schedule of this disclosure “endorsement identifies  two
components of the premium, that is, an amount representing coverage through the fast Pregram
Year of the federal Program and an estimated .amount 6f premium for coverage that .will be.
provided or may be provided beyond the last Program Year. Paragraph C. of thisiendorsement
-explains the determination of premium and-the circumstances surrounding: such détermination;
.- -and-advises that additional-or return premium may later be indicated depending ‘on disposition
. of the backstop.and continuation or termiination of coverage after the last Program Year. ’
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